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1. AS PART OF U.S. PROPOSED DEVELOPMENT SECURITY FACILITY 
(REFTEL), WE HAVE SOUGHT A MAJOR LIBERALIZATION OF THE 
IMF'S COMPENSATORY FINANCING FACILITY (CFF). IN AN EFFORT 
TO DIRECT THE RESOQRCES FOR THIS PURPOSE WHERE THE NEED IS 
GREATEST, THE U.S. HAS SUGGESTED THAT A CONSENSUS BE 
REACHED AMONG OECD COUNTRIES THAT FUTURE RECOURSE TO THE CFF 

WILL BE SOLELY BE DEVELOPING COUNTRIES THAT MEET THE 
ELIGIBILITY CRITERIA. IN PRELIMINARY IMF DISCUSSIONS OF 
COMPENSATORY FINANCING, THERE WAS OPPOSITION TO LIMITING USE 
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OF CFF TO LDC'S OR SETTING THE ACCESS TO THE CFF AS HIGH AS 
WE HAVE SUGGESTED EVEN IF LIMITED TO LDC'S. IN EFFORT TO 
OBTAIN A CLEARER UNDERSTANDING OF COUNTRY POSITIONS ON THIS 
ISSUE, ACTION POSTS ARE REQUESTED TO CONTACT APPROPRIATE 
HOST GOVERNMENT OFFICIALS, EXPLAIN RATIONALE FOR U.S. 

PROPOSALS ON ACCESS TO THE CFF, DRAWING UPON REFTEL AND 
MATERIAL BELOW, AND ASCERTAIN WHETHER HOST GOVERNMENT WOULD 
BE PREPARED TO JOIN IN SUCH A CONSENSUS. 

2. U.S. PROPOSALS FOR DEVEL 
PMENT SECURITY FACILITY RE- 
FLECT OUR VIEW THAT COMPENSATORY FINANCING PROVIDES A MORE 
COMPREHENSIVE AND EFFECTIVE RESPONSE TO PROBLEMS CREATED 

FOR DEVELOPING COUNTRIES BY EXCESSIVE FLUCTUATIONS 
IN EXPORT EARNINGS THAN WOULD COMPREHENSIVE COMMODITY 
PRICING ARRANGEMENTS. THE IMF DOES NOT AND SHOULD NOT 
DISCRIMINATE AMONG MEMBERS IN ALLOWING ACCEESS TO ITS 

RESOURCES, AND THUS NO FORMAL LIMITATION ON ELIGIBILITY TO 
LDC MEMBERS IS POSSIBLE OR DESIRABLE. RECOURSE TO A 
LIBERALIZED CFF BY DEVELOPED COUNTRIES COULD, HOWEVER, 

RESULT IN A SUBSTANTIAL DRAIN ON THE IMF'S LIMITED 
RESOURCES (CFF LOANS ARE ADDITIONAL TO THOSE AVAILABLE 
UNDER THE IMF'S REGULAR POLICIES) AND DETRACT FROM THE 
DESIRED OBJECTIVE OF DIRECTING COMPENSATORY FINANCING TO 
DEVELOPING COUNTRIES THAT HAVE THE GREATEST NEED FOR 
SUCH ADDITIONAL ASSISTANCE. WHILE WE REVOGNIZE THAT 
DEVELOPED COUNTRIES HAVE NOT USED THE CFF EXTENSIVELY IN 
THE PAST (ONLY NEW ZEALAND AND ICELAND HAVE BORROWED FROM 
IT), WE BELIEVE THAT PRUDENCE REQUIRES A MORE EXPLICIT 
UNDERSTANDING ON USE OF THE FACILITY BY DC S OR OTHER 
SAFEGUARD AS A BASIS FOR LIBERALIZING ACCESS TO THE CFF. 

3. SPECIFICALLY, WE HAVE SUGGESTED THAT DEVELOPED COUN- 
TRIES ARRIVE AT A CONSENSUS ON ESCHEWING RECOURSE TO THE 
FACILITY IN ORDER TO SAFELY PERMIT INCREASED ACCESS TO 
THE FACILITY FOR ELIGIBLE DEVELOPING COUNTRIES AS WE HAVE 
PROPOSED, BY RAISING THE MAXIMUM AMOUNT OF OUTSTANDING 
LOANS FROM THE CFF FROM THE PRESENT 50 PERCENT OF QUOTA TO 
100 PERCENT OF QUOTA. IF SUCH A CONSENSUS CANNOT BE 
LIMITED OFFICIAL USE 
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ACHIEVED, THE U.S. PROPOSALS WOULD LIMIT THE INCREASE IN 
ACCESS TO THE FACILITY TO 75 PERCENT OF QUOTA, IN ORDER TO 
INSURE THAT THE IMF IS ABLE TO MEET THE NORMAL FINANCING 
RESPONSIBILITIES FOR WHICH IT WAS CREATED AND WHICH ARE 
AND MUST REMAIN ITS CENTRAL FOCUS. 

4. WE BELIEVE THAT A VOLUNTARY CONSENSUS ON THE PART OF 
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OECD COUNTRIES TO ESCHEW USE OF THE CFF WOULD BE HIGHLY 
DESIRABLE BOTH AS A MEANS OF PERMITTING GREATER ACCESS TO 
COMPENSATORY FINANCING FOR LDC'S AND AS A USEFUL POLITICAL 
GESTURE TOWARDS THOSE COUNTRIES. IT IS OUR HOPE THAT OTHER 
OECD COUNTRIES WILL JOIN US IN SUCH A CONSENSUS. 


5. POSTS SHOULD REPORT RESULTS OF THEIR 

REPRESENTATIONS ASAP, BUT NO LATER THAN OCT 31. KISSINGER 
UNQTE KISSINGER 
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